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WAIVING COLLECTIONS ON RAISED MONEY ORDERS 
CASHED BY BANKS AND OTHER BUSINESS CON- 
CERNS 


WEDNESDAY, MARCH 30, 1960 


House oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON Post Orricre AND Civit SERVICE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to call, in room 215, 
House Office Building, Hon. Thaddeus J. Dulski (chairman of the 
subcommittee) presiding. 

Mr. Duusk1. The subcommittee will come to order. 

The members of the subcommittee are Mr. Irwin and Mr. Johansen, 
and | was designated chairman. 

I am very happy that we have the distinguished gentlemen here for 
our hearing today. 

H.R. 9507 was introduced by Chairman Murray, and H.R. 9514 by 
the ranking minority member, Congressman Rees, upon official 


request from the Post Office Department for legislation to authorize 
the Postmaster General, at his discretion, to waive collection on raised 
money orders cashed by banks and other business concerns. The bills 
are identical. 


(The bill H.R. 9507 follows: ) 


[H.R. 9507, 86th Cong., 2d sess.] 


A BILL To authorize the Postmaster General to waive collections on raised money orders cashed by banks 
and other business concerns, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Postmaster General in his discretion 
may waive collection from any person not in the employ of the Post Office Depart- 
ment of claims arising from the overpayment of money orders when upon 
investigation he finds that 

(1) the overpayment resulted from alterations in the money order which 
were not apparent from visual inspection, and 

(2) the person who paid the money order took it in good faith and for 
value, and had no notice of any defects in the money order. 

(b) Nothing contained in this Act shall (1) affect the liability, or authorize the 
relief, of a person who alters a money order, or (2) relieve the Postmaster General 
of responsibility to pursue collection action against a person who alters a money 
order. 

Mr. The Department is seeking, in this legislation, 
authority to carry out the commercial practice which accepts the loss 
on raised cases where there is no evidence of alteration of the document 
to put the cashier on notice. 

Over 90 percent of the money orders are collected through banks 
and only 10 percent are cashed at post offices. If a postal employee 
cashes a raised money order, the Department is in a position to relieve 
him. At the present time, if the order is cashed through a bank, the 
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Department has no alternative but to charge back to the bank differ- 
ences, regardless of how cleverly the raising was effected. 

Post Office Department officials feel that it is important that some 
corrective action be taken to eliminate this charging of the banks in 
those cases where it is impossible to ascertain that a money order 
was raised. 

The Department indicated in its request for this legislation that if 
it accepted all of these losses it would cost approximately $50,000 per 
year, based upon fiscal year 1959 experience, whereas any protective 
device or assurance actions probably would increase the Department’s 
cost 10 times that amount. 

It is the view of the Department that this legislation is desirable, 
in order to continue the present ratio of cashing money orders through 
firms and bank channels, as it saves clerical time that would be re- 
quired in cashing money orders if they were all cashed at the post office. 

We will want to inquire of the Department officials the specific facts 
with respect to this point because the need for this legislation is not 
too clear to me. 

Our first witnesses will be representatives of the Post Office Depart- 
ment. 

We have with us this morning Mr. Louis J. Doyle, Associate General 
Counsel, and J. Harold Marks, Finance Officer, Bureau of Finance. 


STATEMENT OF LOUIS J. DOYLE, ASSOCIATE GENERAL COUNSEL, 
AND J. HAROLD MARKS, FINANCE OFFICER, BUREAU OF FI- 
NANCE, POST OFFICE DEPARTMENT 


Mr. Doyte. Mr. Chairman, I am Louis J. Doyle, Associate General 
Counsel, and on my left is Mr. J. Harold Marks, Finance Officer, 
Bureau of Finance. 

My statement in support of this bill is that which is contained, sir, 
in the letter of the Acting Postmaster General, dated December 29, 
1959, to the Speaker of the House of Representatives, in which he 
requested enactment of this legislation. 

Mr. Dutskr. Do you have a statement for the record? 

Mr. Doyte. No; except that which is in this letter, I have no state- 
ment, and you have fairly well covered the text of the Postmaster 
General’s letter by what you stated already. 

Now, I will either read it or introduce it for the record without 
reading it, whichever you prefer. 

Mr. JoHANsEN. I would like to have it read. 

Mr. Doyte. All right. The letter is addressed to Hon. Sam Ray- 
burn, Speaker of the House of Representatives, and reads: 

Dear Mr. Speaker: There is transmitted herewith a bill to authorize the 
Postmaster General to waive collections on raised money orders cashed by banks 
and other business concerns. 

There are approximately 290 million money orders issued each year, of which 
about 2,400 were raised during fiscal year 1959. The amount of money involved 
in these raisings (approximately $50,000) is extremely small in relation to the 
total amount of money orders issued. Ninety percent of the money orders 
are collected through banks and only 10 percent are cashed at post offices. If 
a postal employee cashes a raised money order, the Department is in position 
to relieve him. However, if the order was cashed through a bank, the Depart- 
ment has no alternative but to charge back to the bank the difference, regardless 
of how cleverly the raising was effected. 
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The Department has been careful in its efforts to eliminate the possibility of 
raising, so that it would not increase the cost of issuance out of proportion to 
the amount of loss involved. To this end, it is believed that the commercial 
practice which accepts the loss on raised cases where there is no evidence of altera- 
tion of the document to put the cashier on notice is desired. If the Department 
accepted all of these losses, it would cost approximately $50,000 based upon 
fiscal year 1959, whereas any protective device or additional issuance actions 
probably would increase the Department’s costs 10 times that amount. 

This Department desires to continue the present ratio of cashing money orders 
through firms and bank channels as it also saves clerical time that would be 
required in handling money orders if they were all cashed at the post office. 

It is believed that the attached legislative proposal will accomplish the purpose 
desired, and this Department urges its early enactment. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislation to the Congress. 

Sincerely yours, 
J. McKrssin, JR., 
Acting Postmaster General. 


The bills before you are identical with that attached to the Post- 
master General’s letter. 

Mr. Duusk1. Why should not the banks who allow the raised 
money orders to be cashed be responsible? 

Mr. Doyte. We think, sir, some of these raised orders are so cleverly 
done that it is impossible for the cashier or the teller at the bank to 
discover, at the time of cashing, the alteration. Then, in our process- 
ing, it takes some 6 or 7 months before this raising is discovered, 
and at that time we notify the bank and state we are charging the 
difference back to them. 

In a number of instances they are resisting us in this respect and 
in one case down in the Southeastern United States a court held the 
Department to be guilty of negligence and found for the bank and 
not for the Post Office Department. 

Mr. JoHANSEN. What was the reasoning? 

Mr. Doyxe. The long time that elapsed between the actual cashing 
of the money order and the discovery of the raising. During that 
period of time the bank lost all control over the situation. Had we 
notified the bank earlier—in this particular case, it was a depositor— 
then the bank would have been able to charge it back to the depositer’s 
account. At the time we notified them the depositor had removed 
his account and the bank had no remedy. 

Mr. JoHANSEN. What would be the reason for the delay? 

Mr. Marks. There are two reasons. In the first place, our normal 
processing of money orders at the money order center, which reaudits 
the accounts, takes about 6 or 7 months before we discover a raised 
case, and this comes about by matching the document as paid through 
the Federal Reserve bank against the amount the postmaster said it 
was issued for. In many cases, that is the first and the only notice 
you have that it is a raised case. 

The second thing is, you find out that you have a raised case and 
then you start an investigation to find out who was responsible for 
the raising and it usually requires 2 or 3 months before they pin it 
down to the point where they can make a demand on the bank, or 
should make a demand on the bank because they are not able to 
collect from the person who is responsible for the raising. 

Mr. Jonansen. The import of the court’s implication, as I under- 
stood you to say, was that there was negligence; that the court 
seemed to imply that the auditing system of the Department was 
defective; is that what they did, or what was it? 
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Mr. Marks. There were two factors in the Citizens & Southern 
case. In addition to our time of discovery, there was the time of the 
investigation prior to the demand on the bank, and in that case— 
as a matter of fact, in both cases—I think the Department would 
have to acknowledge that there was delay. Our auditing process 
was at that time running about 6 or 7 months beyond the normal, so 
that means 13 months after the quarter, or after the period of issue, 
and the investigation took quite a length of time because the inspector 
was concentrating on trying to obtain the money from the person 
who actually raised the money order. 

Mr. JoHANSEN. What happened to that person? 

Mr. Marks. He went to jail for the embezzlement, but by that 
time he did not have any assets in his account or that were available 
for levy to pay his debt, so on that basis the bank refused to pay be- 
cause they could not protect themselves by charging it back to the 
account. 

Mr. JoHANSEN. Mr. Chairman, if you will indulge me for just a 
moment, | have one line, and this is simply something that will be re- 
vealing, in my interest. 

If an employing firm, a corporation, issues a payroll check, and say 
I receive the payroll check and I raise it and I cash it and subsequently 
it is discovered that that has happened, what is the law—or is there a 
uniform law—with respect to who is stuck? 

Mr. Marks. They would charge it back to the bank through which 
it was cashed. It would be charged back to the account, unless there 
was negligence in the issuance. 

Mr. JoHANSEN. But in the instance of a money order where there 
was no negligence, in other words, I cash it at a given bank, what you 
are testifying is that the bank is the one that is out, or the loser? 

Mr. Marks. In many cases, yes, if it is cashed at the bank, al- 
though, if it is cashed through some firm that deposits them in the 
bank, the bank would normally charge it back if the firm was still a 
depositor. 

Mr. JOHANSEN. So, actually, it is charged to the party doing the 
cashing of the check, but the party that hands out the money for this 
check is the one that, under normal procedure, is liable under the law 
for any losses due to the raising of the check; is that right? 

Mr. Doyie. That is correct, sir, and the case law is rather clear. 
We have been successful in many cases against the banks for recovery. 

Mr. JoHANSEN. ‘That is true with the case of an employer issuing a 
payroll check, this payroll check of mine which I raised, and you, as 
the banker, cashed, that then normally vou, as the banker, are the 
one who is not at fault, but financially liable; is that correct? 

Mr. Marks. That is correct. 

Mr. JoHANSEN. So the reason I am raising this question is that you 
are asking, in effect, by this legislation, for the Government to assume 
a responsibility which, in the normal transactions of private enter- 
prise, business and so on, would not be assumed by the issuer of the 
check; is that not right? 

Mr. Marks. No, we would only relieve the bank and waive the 
collection in cases in which the alteration was made so as to defy 
detection in the normal course of business. 

Mr. JOHANSEN. Supposing, taking my payroll check situation 
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check so that that factor of impossibility of detection was in existence, 
it would still be the bank that would be stuck; would it not? 

Mr. Marks. Yes. 

Mr. JoHANSEN. So that actually, then, what you are proposing— 
and it may be that it is warranted for other reasons— -but what you 
are proposing is something that is more than the protection which 
the law affords a bank in the handling a a payroll check? 

Mr. Marks. That is right, but it is in line with the procedures 
followed by the competitive money-order systems, such as the Amer- 
ican Express, for one. In their relations with banks which have 
cashed raised American Express money orders, it is handled that 
way, and because we have a realization that we have control of the 
issuance of the documents, and we want the banks to continue to 
cash them, we want the confidence in our document. To a certain 
extent you have the problem of what is it going to cost you to issue 
a money order so that it cannot be raised, as against what are the 
economical limits, or what is the best way of issuing them. 

Mr. JoHANSEN. Pursuing my analogy again, I understand the argu- 
ment you are advancing, but pursuing my analogy, supposing the 
payroll check which I have skillfully raised comes not from the private 
employer, but suppose it comes from the U.S. Government, and sup- 
pose it is on the Treasurer of the United States, and I so skillfully 
raise it that you, as a banker, cash it. In that instance would the 
Government assume the liability? 

Mr. Doyuer. No; they would charge it back. The Treasury charges 
it back to the banks. 

Mr. JoHanseEN. Are there any other examples in which the cashing 
party, the bank or otherwise, escapes from the liability and the loss, 
other than in money order writing operations such as you referred to, 
such as the American Express, and so on? 

Mr. Marks. That is the only one I know of—the money-order 
systems. 

Mr. Jonansen. What about a cashier’s check? There is a money 
order type of thing issued by a bank. Supposing I receive, or I had 
this check from the bank, from bank A, and I have it cashed in bank 
B, having so skillfully raised it that it is not detectable. Does the 
issuing bank then assume that cost or does the cashing bank assume 
the cost? 

Mr. Marks. I think that the issuing bank would do it the same as 
the American Express, because bank money orders are in great cir- 
culation now, and they undoubtedly will follow the same procedure 
of the American Express and other money order issuing agencies do, 
because they want to maintain confidence in those money “orders. 

Mr. JoHANSEN. The main point you are making which differentiates 
it from a payroll check and which makes my argument invalid from 
your viewpoint, is to preserve the special sanctity and status of a 
money order or a cashier’s check, whether the money order is issued 
by the U.S. Post Office Department or by the American Express or 
it is a cashier’s check issued by a bank; is that right? 

Mr. Marks. That is right. 

Mr. JoHansen. That is the nub of your argument; is that right’ 

Mr. Marks. That is right. 

Mr. Dutsxr. Mr. Doyle, what handicap will the Department suffer 
in case this legislation does not pass? 
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Mr. Doyie. Well, several of the banks have opposed us and have 
not accepted these chargebacks. Some have refused to even cash 
money orders if we insist on carrying out this practice. They have 
cited to us there has been no lack of care in the examination of the 
document and they feel they should not be held responsible for the 
raised amount. 

They have pointed out to us the practice of other money order 
issuing companies in relieving the cashier, that is, the bank, of the 
responsibility, and we feel that if this legislation is not passed there 
will be more cases of banks which will refuse to handle our money 
order business. 

Mr. Dusk. Pursuing this same line of thought, suppose they are 
given this leeway while cashing these money orders, do you think they 
will relax and allow these checks to be cashed more easily? 

Mr. Doyte. We will have control. It is not mandatory for us to 
relieve, but merely permissive, and we would only relieve them in the 
type of case where the raising was so skilfully done that it could not 
be detected in an ordinary examination at the cashier’s window. 

Mr. Dutsxt. Is not the bank covered by insurance? 

Mr. Marks. In many cases, they are. But in those cases the 
insurance company will tell the bank to resist the payment and they 
will undertake the defense on behalf of the bank, rather than to pay it. 

Mr. Dutskr1. How much does the Federal Reserve bank charge the 
Department for punching in the amount on money orders on the 
first step of the Federal Reserve clearing operation? 

Mr. Marks. $2.20 a thousand this year. 

Mr. Dutskr. As my colleague, Mr. Johansen, has mentioned, there 
are a lot of cashier’s checks. Is the Department experiencing a 
decrease as far as the issuing of postal money orders is concerned? 

Mr. Marks. The postal money orders are dropping at a consider- 
able rate in recent years, primarily due to competition, the expanded 
use of checking accounts by people who previously bought money 
orders to pay their bills, and also because of the competition in the 
money order business expanding so much. You have most of the 
banks now which issue bank money orders. You have the American 
Express and other firms which are establishing agencies all over the 
country. They will sign a contract with a grocery chain like Safeway, 
and put the system in all of their supermarkets so that the competition 
is greater and the loss of volume has been considerable during the 
last 5 or 6 years. 

Mr. Duusx1. What about your profit or loss on the issuance of 
these postal money orders? Are your operation costs increasing? 

Mr. Marks. On a cost ascertainment basis, we allocate to the 
money order system a portion of all the costs, such as light, heat, 
buildings, supplies, and all of that, and wages, which is a very large 
portion. The money order system has lost money for years and 
years. 

We have made a dent in the amount of that loss in recent years 
because of improvement and simplification of the issuance procedure. 
From the standpoint of its actual profit and loss, if you took it on 
another basis, you would be able to say it ‘s contributing more to the 
postal revenue than would be the case if we would drop it as a system, 
more than would be saved in the reduction in personnel and other 
costs. 


Ww 
Ss" 
a 
i 
0 
f 
( 


ave 
‘ash 
lave 
the 
the 


‘der 
the 
ere 
ney 


are 
hey 


to 
the 
not 


the 
1ey 
it. 
the 
the 


WAIVING COLLECTIONS ON CERTAIN RAISED MONEY ORDERS 7 


Mr. Duusk1. Any further questions, Mr. Johansen? 

Mr. JOHANSEN. | was going to raise this question as to whether 
there has been any exploration of this system on the same basis that 
we have explored and not done very much about the postal savings 
system? Is this the type of activity that the Department might 
want ultimately to work its way out of? I realize that that may be 
a policy matter and you may not want to comment on it. 

Mr. Dorie. There have been explorations to this extent, whether 
it was the first or second Hoover Commission, | do not recall, but 
that Commission did recommend that the Government should get 
out of competition with private enterprise, and that, plus other 
factors, was one of the reasons why the Department proposed and 
went along with a bill in the first session of this Congress and in the 
prior Congress to abolish the Postal Savings System when certain 
conditions had been reached, when the deposits were below a certain 
figure or when it began to show a loss. That bill was heard by the 
full committee, but no report has been made. It is in line, as I say, 
with the Hoover Commission, which has recommended that the 
Government get out of competition with private business and to the 
extent that there are these other banks and other companies issuing 
money orders I suppose it is competition, but what the policy of the 
Department is, I could not say. 

Mr. Marks. There is one problem you might be interested in. 
In the large cities you could undoubtedly find a replacement for the 
postal money order setups. But they are sold in every post office 
throughout the country and the territories and nobody wants to take 
over the job of meeting the need for exchange of funds, the transit of 
funds in the third- and fourth-class offices, in the rural areas. 

Mr. JoHANSEN. Coming back to the subject matter of this hearing, 
low many cases would you be able to say this $50,000 loss represents? 

Mr. Marks. That would be all of the raised cases. 

Mr. JoHanseN. How many would that be? 

Mr. Marks. 2,400 cases. 

Mr. JoHANSEN. That is all of the raised cases; is that right? 

Mr. Marks. In 1 year, yes. 

Mr. JoHANSEN. Would you be able to testify as to what proportion 
of those 2,400 it would be likely, under this permissive feature of this 
legislation, that the Department would find it in order to accept the 
loss? 

Mr. Marks. 20 percent. 

Mr. JoHansEen. Of the 2,400? 

Mr. Marks, Yes. 

Mr. JonanseEn. So that the $50,000 is identical with the 2,400, is it? 

Mr. Marks. That is the total loss on raised money orders, or the 
total amount of the raising. 

Mr. JOHANSEN, I see. What would you estimate the dollar loss 
would be? 

Mr. Marks. $10,000. 

Mr. JoHANSEN. $10,000. 

Mr. Marks. That is, if the Post Office Department waived collec- 
tion from the banks in these cases. 

Mr. JoHANSEN. Do you have any reason why you would not want to 
discuss on the record the methods of undetectable raisings? Those 
that you are referring to? 
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Mr. Marks. Well, we use the machine method. The Federal 
Reserve bank punches the amount as it appears on them, and as it 
was cleared to them by the cashing bank. They punch that amount 
into the money order so if a figure is misread or if a figure has been 
raised it is punched for the erroneous amount by the Federal Reserve 
bank. When it comes out through our money order center, we process 
it through a tabulating machine which only reads the hole that is in 
there. Nobody looks at the document to see whether the punched 
amount is in agreement with the written amount and that there has 
been no alteration of it. The document then goes into our processing 
steps and about 6 months later we reach a point where all of these 
documents are in the sequence in which they were originally issued. 
At that point we list the paid amounts as punched by the Federal 
Reserve bank against the issued amount as reported by the post- 
master. When we have a difference we look at the document and we 
find that the postmaster says: ‘I issued this money order for $6”’ and 
the Federal Reserve bank had punched it for $60. 

Mr. Dutuskr. What length of time prevails between that action? 

Mr. Marks, That is a 6- or 7-month operation before we can 
actually match, get the paid documents into sequence, into order, in 
which they can be matched against the issue record. That is the 
only time that the money order is actually examined in the sense that 
somebody looks at it critically and individually to see whether there 
has been any alteration. 

Mr. Jonansen. This $6 could become $60 in one of two ways, 
either in punching the key, if it were punched in error, which is 
simply a physical error, or the money order read ‘$60.’ 

Now my question as to the method of raising that, if it were so 
skillful that it could not be detected, goes to just how that $6 money 
order becomes a $60 money order in a manner that cannot be detected. 

Mr. Marks. In many cases a man will just insert a zero behind the 
“6.” In writing the money order they write “6” and then two 
“0’s’”’, and that is for the $6.00 and then the raiser will come along and 
insert a zero, crowd a zero in there. It depends on how careful the 
issuing clerk has been and how much room this person has in which to 
insert the zero. 

Mr. JoHANSEN. Well, you do use both the numerals and the 
written “sixty”? do you not? 

Mr. Marks. At the present time we use the amount in words, 
we use the amount in numerals, and we are hitting the money order 
with what we call a limitation stamp, such as “10,” 20,” ‘30,” 
‘not more than.’”’ This is in red ink. 

Mr. Jouansen. Well, then, the $6 could not become $60, could it? 

Mr. Marks. Well, it can, because they eradicate the control stamp 
in some cases. 

Mr. Jonansen. Do they not have that old marginal device? 

Mr. Marks. No, sir. That was on the paper money order when 
they had the marginal cut, but under the puncheard we do not have 
that because it tends to increase the mutilation of them so they will 
not process through the machines. 

Mr. JoHansen. You feel that the cost of any other protective 
devices will be disproportionate to the loss against which you are 
seeking protection for the cashing agency? 

Mr. Marks. We know that, Congressman. We have experi- 
mented with checkwriters, such as used in the small businesses, to 
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imprint the amount on a money order. They work very well, but 
they cost $50 apiece and here we are talking about supplying them te 
as many as 45,000 or 50,000 issue points. 

Mr. JoHANSEN. Is there any clue to safeguards in the cashier’s 
check operation of the banks, or does that still involve excessive costs? 

Mr. Marks. Well, most cashier’s checks will be written by a 
checkwriter, where the amount is actually imprinted by some macera- 
tion of the paper. 

Mr. JoHansen. That is where the cost comes in? 

Mr. Marks. That is right. We have tested those machines and 
considered their use and total cost. 

Mr. JoHANSEN. Now, let me ask you an unfair question, because 
while I] know no member of this committee would be a party to this, 
| could not conceive of some colleague, if this came to the floor, and 
were debated, saying, ‘“This is one more indication of an example of 
legislation designed to protect the bankers at the cost of the tax- 
payers,’ but how would you answer that snide insinuation? 

Mr. Marks. I do not think we are protecting the bankers—giving 
them any more protection than that to which they are entitled. 

Mr. Jonansen. And what you are trying to protect here is the good 
name of the postal money order? 

Mr. Marks. That is right. 

Mr. Doyie. There is a substantial benefit to the Department in 
this, in that we will not have to, as Mr. Marks says, invest substantial 
sums of money in furnishing devices and procedures to protect against 
these raises. 

Mr. Duusxi. Mr. Marks raised a good point, and that is that it 
would cost a great deal of money to put a checkwriter or something 
like that into the issuing points, but supposing vou take a locality 
where you would not need a checkwriter because everybody that comes 
in is known by everybody else, you could save there, but in the big 
cities it would be feasible to use checkwriters in the big post offices; 
would it not? 

Mr. Marks. We started on that premise, that most of the raisings 
do occur in the big cities. People go in and buy money orders with 
the intention of raising them, and we started to work with the idea 
of putting the protective devices only in the large cities and not in the 
small offices, where everybody that came in was known and they would 
not want to injure their reputation, or get in trouble. However, we 
found out that people now, particularly the people who want to raise 
money orders, travel across the country, and in one particular case 
the man had been buying money orders with the intention of raising 
them. He had bought them in the city and found he could only raise 
them to about $8 or $9 more than they were issued for but when he 
went into a small office in his trip across the country, he found they 
were using a manual method of issuance and he could raise them from 
$1 to $100. From that time on he bought only in the third- or fourth- 
class post offices which he passed in his travels. We had to change 
our minds, because this pattern showed up in several cases. Money 
order raisers find out after a while if you are using a less protective 
feature in smaller offices and they will take the trouble to drive out 
and buy their money orders there. 

We have a case in which they went to one particular office and 
bought all of their money orders as they were easier to raise due to the 
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handwriting of the postmaster. The handwriting was a little odd 
and it was easier to raise the money orders issued at that office. 

Mr. JoHANSEN. I have just one more question, and that goes to a 
legal matter. 

Mr. Duuskt. I always like to listen to Mr. Johansen because it is 
very interesting to me. 

Mr. JoHANSEN. That is a very kind and very tolerant remark. 

Now, if I forged currency and, taking a $100 bill which is bogus, if 
I take it to the bank and get five good $20 bills for it, where does 
the liability for that rest? 

Mr. Marks. It rests with the bank. 

Mr. JoHaNnsEN. That still would defame the good name of the U.s, 
currency; is that not so? 

Mr. Marks. Of course, the banks are always notified as soon as 
the Secret Service receives information that a bill is in circulation, 
because they publish their descriptions of that and show what is 
wrong with it. 

Mr. Jowansen. And that, of course, you cannot do with the money 
orders. 

Mr. Marks. No, you cannot, because we do not know where they 
are going to be cashed and many of them are cashed in grocery stores 
and filling stations. 

Mr. Doyue. And we do not know how they are going to be altered. 

Mr. JoHanseNn. Of course, a bogus bill may be put into a stream of 
currency anywhere, whereas the money order we are talking about is 
that being cashed at a bank specifically. The $100 bogus bill I was 


talking about, I could give it to you and maybe I would not have gone | 


to the bank with it. 

Mr. Marks. Yes; more than likely you would. 

Mr. Dutsxr. Would there be any merit in amending this bill to 
provide the Department with authority to waive collections on raised 
money orders cashed by clerks or other postal employees? 

Mr. Doyte. We have that authority today, Mr. Chairman. For 
example, take a case where a postal clerk had paid $15 for a $5 money 
order. There is machinery in the law today to permit us to relieve 
him of that obligation. It is wrapped up in a substantial amount of 
redtape. The Department has to make a very thorough investigation 
of it and reach a conclusion and then it is transmitted to the Comp- 
troller General and he reviews the entire situation and, if he concurs, 
then we relieve the employee. 

There was sent to the Speaker of the House of Representatives 
yesterday a bill to permit the Postmaster General to do this on his 
own, without the concurrence of the Comptroller General. That 
bill, no doubt, will be referred to the chairman of the full committee 
today, and it will be another subject matter for future consideration. 

Mr. Dutsxr. Any questions, Congressman Johansen? 

Mr. Jonansen. No, except I think the key to this whole thing is 
that it is permissive and the Postmaster General may, in his discretion, 
do it, and I think that factor eliminates the encouragement of laxity. 

Mr. Marks. That is right. This will be just permissive. 

Mr. JOHANSEN. I am satisfied. 

Mr. Dutsxr. Thank you very much, Mr. Doyle and Mr. Marks. 

The next two gentlemen to testify are Mr. Hirschhorn, Assistant 
Director of the Civil Accounting and Auditing Division, and Mr. 
John Moore, Office of the General Counsel, General Accounting Office. 
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STATEMENT OF MAX HIRSCHHORN, ASSISTANT DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, AND JOHN MOORE, 
OFFICE OF THE GENERAL COUNSEL, GENERAL ACCOUNTING 
OFFICE 


Mr. Hrrscunorn. Mr. Chairman, my name is Max Hirschhorn, 
Assistant Director of the Civil Accounting and Auditing Division, 
and with me is Mr. John Moore from the Office of the General 
Counsel. 

We are happy to appear here to express our views on H.R. 9507. 

Mr. Dutskt. First I want to say that we are always happy to have 
the representatives of the Comptroller General appear before us. 
The Comptroller General’s letter is dated February 29, 1960, trans- 
mitting a copy of the GAO report of review of the Money Order 
(enter, Kansas City, Mo., and has been referred to us. 

This report will be reviewed carefully in connection with our con- 
sideration of this proposed legislation. 

You may proceed. 

Mr. Hrrscunorn. Thank you. 

The Comptroller General’s position on this particular bill was 
submitted on March 28, 1960, as you may know, in a report to Hon. 
Tom Murray, chairman of the Post Office and Civil Service Committee. 
If you wish, I will read it for the record. 

Mr. Dutsxr. You may do so. 

Mr. HirscuHorn. The Comptroller General’s letter reads as 
follows: 

Dear Mr. CuarrMANn: Your letter dated March 23, 1960, acknowledged 
March 24, requests our comments on H.R. 9507. 

The bill would permit the Postmaster General to waive collection from any 
person not in the employ of the Post Office Department for claims arising from 
raised money orders where (1) the overpayment resulted from alterations which 
were not apparent from visible inspection, and (2) payment was made in good 
faith and for value, with no notice of any defects in the money order. The bill 
would not affect the liability or authorize the relief of the person who alters 
a money order, nor relieve the Postmaster General of the responsibility to pursue 
collection action against such person. 

There appears to be nothing in the bill which would change the Post Office 
Department’s present procedure of requesting the General Accounting Office to 
relieve, under the provisions of title 5, United States Code, sections 383 and 384, 
postmasters and postal employees of the financial responsibility of overpayments 
resulting from raised money orders, where conditions are similar to those described 
in the bill. 

We have no objection to the enactment of this bill. 


I will be happy to answer any questions. 

Mr. Duuskt. I have just one. As I understand, the proposed 
legislation provides the se General with authority to waive 
collection from a bank when, upon investigation, it is determined 
that the overpayment resulted from alterations of a money order 
which were not apparent from visual inspection and the clerk who 
paid the money order acted in good faith and had no notice of the 
defect in the meney order. 

Here is the question: Why should not this same proviso apply to a 
postal employee who, under the same circumstances, allows an over- 
payment to be made as a result of a defect which was not apparent 
by visual inspection? 

Mr. Hirscunorn. Mr. Chairman, under title 5, United States 
Code, sections 383 and 384, the Postmaster General does have the 
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authority to relieve employees, with the concurrence of the General 
Accounting Office, under these circumstances, and he has done so. 

Mr. JoHANSEN. Is this same concurrence required under this bill? 

Mr. Hirscunorn. No, it is not. 

Mr. JOHANSEN. Why? 

Mr. HirscuHorn. You ask why is it not required under this bill? 

Mr. JOHANSEN. | mean if it is justified with respect to the employee, 
why is it not justified with respect to any other party—banks or other 
cashing parties? 

Mr. HirscuyHorn. The money orders are issued only for $100 or 
under, and, as was previously pointed out by the Post Office Depart- 
ment officials, the amount of loss involved is relatively small. We 
have no objection to the bill even though it does not require concur- 
rence on the part of the Comptroller General. 

Mr. Dutsk1. Do you feel the passage of the legislation would in 
any way result in an increase of raised money orders? 

Mr. Hirscunorn. This is difficult to say. However, the chances 
are it would not, because, as was pointed out before, this is discre- 
tionary authority on the part of the Postmaster General, and if the 
banks did not carry out their function in regard to the money order 
in the usual way, as they do with any other instrument that comes 
into their possession, the Postmaster General would not relieve them 
of their liability. 

Mr. JOHANSEN. I suppose in any case where it becomes a matter of 
issue, as to whether the Postmaster General is correct or not in his 
withholding of that relief, the parties involved do have resort to the 
courts, as in the cases that were cited by the Department officials? 

Mr. HirscuHorn. That is correct. 

Mr. JOHANSEN. I have no further questions. 

Mr. Duuskt. What is the view of the GAO with respect to the use 
of the punch system for issuance of money orders? 

Mr. Hirscuyorn. We are in favor of anything which would help 
reduce the possibility of raised money orders, within reasonable cost. 
I think any system which would not be costly and would reduce the 
possibility of raised money orders we would be in favor of. I think 
that the cost factor is important. 

Mr. Jouansen. Do you feel that it is a prohibitive factor? 

Mr. Hirscuyorn. This is difficult to answer without making a 
study of it. 

Mr. JoHANSEN. Let me put it this way: You have no knowledge or 
information that would cause you to take a position other than that 
which the Department has taken? 

Mr. Hirscuyorn. No. We did not review that matter and I have 
no knowledge which would cause us to take any other position. 

Mr. JoHaNnsen. I have no further questions. 

Mr. Duuskt. Thank you very much, Mr. Hirschhorn. 

Next we will hear from Dan Jaspan, the legislative representative 
of the National Association of Postal Supervisors. 

Do you have a statement for the record? 


STATEMENT OF DAN JASPAN, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Jaspan. Mr. Chairman, I do not have a prepared statement 
for the record. My name is Dan Jaspan, legislative representative of 
the National Association of Postal Supervisors. 


. 
3 
“4 
| 


WAIVING COLLECTIONS ON CERTAIN RAISED MONEY ORDERS 13 


Mr. Chairman, when I first became interested in this bill I noticed 
that it did not include postal people and that is why I am here today. 
Since that time I have been informed by Mr. Doyle, as he told you, 
that the Department does have a bill ready which was sent to the 
Speaker of the House for introduction. I would like to suggest, if it 
would not be out of order, that the two be tied together. 

As you see, this bill refers just to nonpostal people, and, as someone 
who has worked with money orders and other finances of the post 
office for more than 26 years before coming to this job, I am very much 
interested in this. 

As you know, the postal people are always under pressure, cashing 
money orders, taking in a lot of money, and one of the proposals of 
the Post Office Department does not do what I would like to see 
included, and that is to protect them against losses due to taking in 
counterfeit money. 

I cannot see any provision in the proposed bill that would protect 
them against that loss. It is a very real danger hanging over the 
employee, whether it is a clerk or a supervisor, and I think there 
should be some inclusion of that. The proposal includes almost 
everything else, including some losses that may occur, but some of the 
counterfeiting—and I have seen some that were almost impossible 
to detect—and I would suggest that that be included in your con- 
sideration. 

As I mentioned, if it would not delay the passage of this bill, 
H.R. 9507, which we are not opposed to, I would like to see the two 
of them put together and the counterfeit money item included. 

Mr. Dutsk1. The only bills we have before us are H.R. 9507 and 
H.R. 9514. 

Mr. Jaspan. I understand that. 

Mr. Jonansen. Mr. Chairman, | apparently had a lapse of atten- 
tion here. I am not clear as to the relation between this new recom- 
mended legislation which has just been sent up to the Speaker and 
the provisions of title 5, United States Code, sections 383 and 384. 
I have the impression that the situation with respect to employees 
was already covered under this existing statute that is referred to 
by the Comptroller General in his letter. 

Will you clarify, or will someone informally clarify what additional 
it is that this further legislation does? 

Mr. Jaspan. Mr. Johansen, under the present situation, if a postal 
employee, for example, is caught under the same circumstances, it is 
necessary for him to apply for reimbursement to the regional director, 
and then it has to come down to the Post Office Department for 
approval or disapproval, and then go to the Comptroller General. 

The proposal sent to the Speaker by the Post Office Department 
yesterday eliminates the Comptroller General’s part of it. The 
Postmaster General himself could authorize the payment. 

Mr. JOHANSEN. see. 

Does this procedure, which includes the Comptroller General, 
apply with respect to bogvs money and counterfeit money? 

Mr. Jaspan. On counterfeit money there is no protection at all. 
Insofar as I can ascertain, the clerk pays it out of his own pocket. 

Mr. Marks. That is not right. We cover counterfeit, as well as 
wrongly paid money orders, and postal savings certificates. 
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Mr. JoHanseN. Under the existing law, title 5, United States Code, 
sections 383 and 384. 

Mr. Jaspan. When I was in active service, none of this was covered, 
and I did not know that counterfeit was covered. 

Mr. JoHANSEN. I am glad to have that clarified. The only thing, 
then, would be whether—and this is not actually a subject of this 
instant hearing—but whether this new proposal eliminating the 
Comptroller General would go to the counterfeit money as well as 
to the cashed money orders? 

Mr. Marks. Yes, that is right. 

Mr. Doyte. The new proposal will go to counterfeit money as well 
as money ordcrs. 

Mr. JoHanseEN. Then I think this is an area to be debated, that 
type of legislation. 

Mr. Jaspan. The way I| understand it the new proposal doesn’t 
specifically mention counterfeit money and that is why I brought it 
up. I think it is an error by implication but not directly. 

Mr. Jonansen. We will keep this in mind and clarify that when that 
other subject is up before the appropriate subcommittee. 

Mr. Duuskt. Is there anything else? 

Mr. Jaspan. That is all I have to say, Mr. Chairman. We are very 
much interested in having this protection and, of course, naturally, we 
want to have any redtape eliminated so that the person can be reim- 
bursed or relieved of his responsibility as soon as possible. 

Mr. Duuskt. The American Bankers Association has requested 
permission to place a statement in the record to support this legislation. 
Is there any objection? 

Mr. JoHANSEN. | have no objection. 

Mr. Duuskr. Without objection, the statement will be placed in 
the record at this point. 

(The statement referred to follows:) 


THE AMERICAN BANKERS ASSOCIATION, 
Washington, D.C., April 1, 1960. 


Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. Murray: I understand that the Committee on Post Office and 
Civil Service is giving consideration to H.R. 9507, which would authorize the 
Postmaster General in his discretion to waive collections on raised postal money 
orders cashed by banks and other businesses. 

It would seem desirable to grant such discretionary authority to the Postmaster 
General inasmuch as banks and other persons may be unwilling to cash postal 
money orders generally because of the risk that some may have been raised in 
such a manner that the alteration could not be detected from visual inspection. 

Furthermore, it would be equitable to relieve innocent parties who paid such 
raised money orders from liability to the Government for overpayment. The 
bill contains adequate safeguards against negligence on the part of persons in 
cashing such money orders. 

We believe that the bill is constructive legislation and recommend its favorable 
consideration by your committee. 

Very truly yours, 
J. Ouney Brort, General Counsel. 


Mr. Dutuskt. This hearing will now be adjourned and the sub- 
: committee will go into executive session. 
7 (Whereupon, at 11:05 a.m., Wednesday, March 30, 1960, the sub- 
committee proceeded to executive session.) 
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